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SI VOUS PREFEREZ RECEVOIR VOTRE RAPPORT ANNUEL EN FRANGAIS, PRIERE 
D’AVISER LE SECRETAIRE, 

POWER CORPORATION OF CANADA, LIMITED, 1 PLACE VILLE MARIE, 
MONTREAL 2, QUEBEC, CANADA 


Our Objective: 


Power Corporation of Canada, Limited 


— 


To Invest Creatively in Canada’s Future 


To accomplish this objective the policy of Power Corporation 
of Canada, Limited is to: 


Ih 


Make long-term equity investments in industries which have 
the potential for substantial growth and profitability. 


. Concentrate our holdings in a limited number of companies 


which are or can become leaders in their respective industries. 


. Develop and support competent, self-contained management 


in each company and assist that company to realize its full 
potential. 


. Encourage the development of improved management 


techniques and new technology, products and markets. 


. Invest primarily in Canada and in situations outside Canada 


which are related to Canadian interests and experience. 


Power Corporation of Canada, Limited 
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Power Corporation of Canada, Limited 


Financial Highlights 


1966 1965 
INCOME AND EXPENDITURE ITEMS 
Total Income 7,747,307 $ 6,026,654 
Expenses, excluding interest 1,079,585 836,272 
as % of assets 50% 46% 
Interest Expense 1 S2h 00 917,380 
Net Earnings 5,140,135 4,044,723 
1st Preferred Dividends 1,345,950 242,326 
Earned per Common Share“? 51¢ S1¢ 
(6,198,550 shares outstanding) 
Paid per Common Share 40¢ 36¢ 
BALANCE SHEET ITEMS 
Total assets, at market 214,347,210 182,975,676 
of which, liquid assets 27.322,50 4 3,393,671 
Bank Loans and Notes Payable 18,459,281 24,113,969 
Long Term Debt 9,375,000 9,375,000 
lst Preferred Shares 30,000,000 6,000,000 
Breakup Value per Common Share 20.00 18.30 
INVESTMENT TRANSACTIONS 
Acquisitions ‘” 22,691,811 67,858,017 
Disposals 30,623,456 31,451,245 
Net gain realized on disposals‘? 10,389,591 10,946,059 


(4) After giving effect to rights of 6% participating preferred shares, but excluding the Corporation’s equity in the 
undistributed earnings of companies in which investments are held. 


(2) Excluding $26,741,744, being the value of shares received in share exchange transactions. 
(3) Credited directly to investment reserve. 


Directors’ Report 


Power Corporation of Canada, Limited 


The directors have pleasure in submitting to Shareholders their 41st Annual Report and the audited financial 
statements of the Corporation and its consolidated subsidiary companies for the fiscal year ended June 30, 1966. 
These are to be presented to the Annual General Meeting of Shareholders to be held in the Auditorium, 

Floor M2, the Royal Bank of Canada Building, Place Ville Marie, Montreal, on Monday, November 28, 


1966 at 10:30 a.m. 


SUMMARY 


Once again your Corporation’s assets, income, net asset 
value per share, and dividends paid reached new records 
in the fiscal year ended June 30, 1966. Assets stood at 
$214 million, a gain of $31 million; income rose to 
$7,747,307, an increase: of more than $1,700,000; and 
net asset value per share rose to $20.00 from $18.30. 
Reflecting higher interest and general expenses, as well as 
increased preferred dividend payments stemming from the 
issue of $30 million of first preferred shares at the beginning 
of the fiscal year, net income available per common share 
was unchanged at 51¢ per share. In addition, the Corpora- 
tion’s equity proportion of the undistributed earnings of 
companies in which it has investments increased to 61¢ per 
outstanding common share of Power Corporation from 55¢ 
per share in the previous year and when this is added to the 
earnings reported above, total earnings would amount to 
$1.12 per share versus $1.06. Dividends paid increased to 
40¢ per share from 36¢ a year earlier; since June 30, pay- 
ments have been further increased to an indicated annual 
rate of 44¢. 


As foreseen in the last annual report, much of the manage- 
ment effort during the year was directed toward the contin- 
ued development of companies in which we already held a 
substantial interest. Disposals exceeded acquisitions by $8 
million, and this — combined with the sale of the new 
preferred stock already referred to — enabled your Corpora- 
tion to reduce its bank loans and short term notes payable 
by $5.5 million and to build up its liquid resources by $23.9 
million. 

Despite the strengthening of our financial position and the 
progress made in consolidating our portfolio, the discount 
between the net asset and market values of the common 
shares widened during the year. On June 30, 1966 the 
market price of the shares stood at $11.50, a discount of 
42.6% from the value of their underlying assets; the dis- 
count a year earlier had been 25.6%. 


Since the Corporation’s fiscal year end, there has been a 
decline of 12.4% in stock market prices which has naturally 


affected market value of our investment portfolio; the net 
asset value of each Power Corporation common share ac- 
cordingly declined from $20.00 on June 30 to $17.50 at 
the end of September. As a longer term investor, your 
Corporation is not greatly concerned with a short term 
decline in stock markets, particularly when it reflects a 
natural adjustment to the higher yields available from 
fixed interest securities. We would of course be very con- 
cerned if there were economic or financial developments on 
the horizon which indicated that Canada’s very bright long 
term growth prospects would be seriously limited. We do 
not believe this to be the case: indeed, there is increasing 
recognition by both governments and the public that policies 
which are too inflationary as a matter of short-term ex- 
pediency can only end by sacrificing the longer run vigour 
and competitive strength of the entire economy. The meas- 
ures recently announced in both Canada and the United 
States to ease economic strains must thus be viewed as 
very constructive on a longer term basis, even though they 
may involve higher taxation in the short run. We believe 
that these measures are further evidence that Canadians 
have the will to run their affairs responsibly and are con- 
fident that the outlook for those investing in the future of 
this country remains as promising as it has ever been. 


INVESTMENT POLICY 

As has been indicated in previous reports, the Corporation’s 
policy in recent years has been to concentrate its holdings 
so that they represent substantial investments in a relatively 
few enterprises that are, or have the capacity to be, leaders 
in their respective fields. This requires that we make in- 
dividual investments that are relatively large in dollar terms. 
They must also be relatively few for management to concen- 
trate its efforts and ensure that the Canadian ownership 
base they represent is an effective, informed and creative 
force in the growth of your investments. This policy of 
concentration was carried further during the year, and the 
number of companies representing over 90% of the Cor- 
poration’s assets, excluding short term notes, declined to 
12 from 18 in the previous year. 
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The chart below shows the progress in this direction since 
1962, and the elimination of smaller investments from the 
portfolio in the last few years. 
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A policy of reducing the number of our holdings does not 
mean that our interest in investing in new fields has 
diminished. Rather, it is our belief that such new invest- 
ments can often be made best by companies in which we 
have a significant stake — these companies may either be 
existent or created expressly for such purpose. For example, 
during the year North American Recreation Industries 
Limited was established to take advantage of the growing 
demand for leisure time and recreation facilities. This new 
venture has taken over the resort and travel companies 
formerly held by Power Corporation Developments Limited. 
Formed in conjunction with an experienced partner, the new 
company has developed a strong and self-contained man- 
agement team whose main interest is the leisure-time 
field. This Company has thus served as a useful vehicle 
through which the Corporation has been able to expand 
its interests in both summer and winter resorts, the travel 
agency business, theatre and television interests. 


During the year, too, there was a further concentration of 
our holdings in the gas distribution and production industry. 
Early in the year, the holding of 381,243 shares of Greater 
Winnipeg Gas Company were exchanged for a like number 
of shares of the Northern and Central Gas Company. Sub- 
sequently, Northern and Central made a one for two share 
exchange offer to Canadian Industrial Gas & Oil in which 
the Corporation held 1,216,290 shares, a 25% interest. 
Canadian Industrial Gas and Oil had earlier made a share 
exchange offer with the shareholders of Abasand Oil which 
holds certain lease rights in the Athabasca tar sands and in 
which we formerly held a 15% interest. Northern and 


Central, of which we are the largest single shareholder, has 
thus become a strong factor in the hydrocarbon business 
embracing a broad range of activities from exploration to 
sale to the final customer. It is in fact now larger than was 
Canadian Oil Companies at the time its shares were acquired 
by Shell Oil Company. You will recall that our original 
investment in the predecessor companies of Canadian Indus- 
trial Gas and Oil was a small one which had been built up 
over the years through a planned program of acquisitions 
and mergers in which the Corporation played an important 
part. 

The various share exchanges referred to above did not in- 
volve any change in the book value of investments, since 
the new shares received were placed on our books at the 
original cost of the investment being exchanged. 


DISPOSALS 

As noted above, disposals during the year exceeded ac- 
quisitions of new securities and totalled $30.6 million. The 
net gain on these transactions, $10,389,591, was credited 
directly to investment reserve. Among the disposals were our 
relatively small investments in Supertest ordinary shares, 
our 50% interest in Eastern Canada Stevedoring, and East 
Kootenay Power Company preferred and common shares — 
the latter as a result of the sale of the company to the 
British Columbia Hydro Power Authority. 

The major disposal during the year, however, was the sale 
on a private basis of our entire holding of 200,000 shares 
of McIntyre Porcupine Mines Limited for a price very 
substantially in excess of our original cost and considerably 
above the prevailing market at the time of sale. In view of 
the substantial size of this investment and the fact that we 
were not in a position to affect significantly its future direc- 
tion, your directors decided that your interests would best be 
served by selling this block of stock. Notwithstanding its 
sale, the Corporation is still interested in obtaining a 
major investment in the mining field if a suitable oppor- 
tunity arises. 

The price received for the McIntyre holding underlines 
the point that substantial investments in listed securities 
often command a premium over their prevailing market 
price, which is the price used for establishing the asset 
value of your Corporation’s own shares. 


PURCHASES 

Our acquisitions during the year totalled $22,691,811 and 
were almost entirely confined to investments in companies 
in which we already had a substantial interest. The ex- 
ceptions were North American Recreation Industries, al- 
ready referred to, where our gross investment exceeded by 
about $500,000 the recreation assets of Power Corporation 
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Developments Limited taken over by the new company; an 
investment of $750,000 in RoyWest Banking Corporation, 
a new financial institution serving the Caribbean area to 
which we referred in last year’s annual report; and a 
$2,000,000 investment in Yorkshire Financial Corporation 
of British Columbia, which was reported to shareholders 
at our last Annual General Meeting. Other purchases made 
during the year included a further $1,080,000 in Capital 
Management Limited, bringing our total equity interest in 
this Company up to 84.7% from 74.1%, and additional in- 
vestments of $740,000 and $2,853,000 respectively in 
Inspiration Limited and Canadian Interurban Properties 
Limited which bring our equity interests in these two compa- 
nies to 63.6% and 65.2% respectively. In addition, as 
already reported to you, we purchased a further $1.3 million 
(U.S.) of debentures of Motels of Australia Limited, thereby 
completing our commitment of $4 million (U.S.). 

Our major investment during the year, however, was in Lau- 
rentide Financial Corporation Ltd., in which we have been 
taking an increasing interest. Highly restrictive credit con- 
ditions, increasing competition from other lenders, and un- 
certainty about the finance industry as a result of the failure 
of two fairly sizeable companies in Canada and the United 
States have combined to make this a particularly difficult 
time for companies such as Laurentide. As a major share- 
holder, your Corporation has been helping Laurentide to 
build a new management team and to take the steps neces- 
sary to strengthen its financial structure and re-orient its 
efforts in more profitable directions. Our investment in Lau- 
rentide was increased by approximately $8 million by the 
purchase of: a $4 million medium term secured note; 158,677 
common shares—both under a rights offering to shareholders 
and through the market; and 1,491,390 subordinated com- 
mon shares, this latter purchase bringing our ownership of 
this class of shares to 100% of the total. Offsetting these pur- 
chases to some extent was the sale of our entire holding 
of 29,832 shares of Laurentide’s convertible preferred 
shares. 

Since the end of the Corporation’s fiscal year, we have sub- 
scribed for $9 million of new subordinated convertible 
preferred shares of Laurentide — subsequently to be made 
available pro rata to other shareholders. The book value of 
our total investment in Laurentide securities — including 
secured notes—now stands at $21,145,401 or 9.8% of 
assets. 


ASSETS AND ASSET VALUE OF SHARES 
Reflecting both the increased first preferred share capitaliza- 


tion and the rise in market values of your investments during 
| the year, the total assets of the Corporation reached a 


record of $214 million on June 30, 1966 as compared 
to $183 million a year earlier. There was also a 9.3% in- 
crease in the net asset value or “breakup value” of each 
common share which stood at $20.00 at the year end, up 
$1.70 from the previous year. The chart below shows the 
very satisfactory growth in total assets and the asset value 
since 1962; the Toronto Stock Exchange Industrial Index 
is also plotted for comparative purposes. 
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Despite the fact that since 1962 the asset value of your 
shares has risen 141% compared to 44.5% in the industrial 
averages (111% and 26.4% respectively if the figures are 
taken as of the end of September 1966), the discount placed 
by the stock market on these shares in relation to their 
underlying asset value widened during the year from 25.6% 
to 42.6%. It is considered that this discount is unreasonably 
large in relation to those that prevail for similar investment 
and development companies in other countries, particularly 
in view of the premium price which many of our large hold- 
ings in major companies would command were we to elect 
to dispose of them. However it is recognized that in the final 
analysis this discount will only be reduced when investors 
generally have been convinced by our investment perform- 
ance that it is not justified. In pursuit of this aim, the Corpo- 
ration will continue to concentrate its holdings in a reason- 
ably diversified, but still restricted, list of securities which are 
believed to have unusual growth or recovery prospects over 
the intermediate and longer term. On this point, it should be 
noted that the best way to secure above average investment 
results and use the moderate leverage inherent in our capital 
structure is often to invest in situations which, for the time 
being, are out of favour with the investment public and 
therefore selling at values below their ultimate intrinsic 
worth. 
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The number of our shareholders rose to a gratifying new 
high of 16,384 during the year. The chart below shows the 
very great increase of investor interest over the last five 
years. 
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INCOME, EXPENDITURES AND EARNINGS 

The principal contributor to the $1,700,000 increase in our 
gross revenues to a record $7,747,307 was our investment in 
Consolidated Paper; as a result of having this investment 
on our books for the full year, our revenues from it increased 
by $1,400,000 over the previous fiscal year. Lesser con- 
tributions to the increase in our investment income were 
made by Congoleum-Nairn and Canadian Industrial Gas & 
Oil, both of which substantially increased dividend payments 
during the year. 

Revenue figures, like all data in this report, reflect the con- 
solidation of Shawinigan Industries Limited, Power Cor- 
poration International Limited and Power Corporation De- 
velopments Limited since their activities in their specialized 
fields are in every way comparable to those of the parent 
Corporation. Subsidiary companies with activities outside 
the investment holding field are not consolidated because 
of the lack of comparability of their operations. 
Management and general expenses increased by $243,000 
during the year to $1,079,585; offsetting this to a small 
extent was an increase of approximately $30,000 in manage- 
ment fees received from associated and other companies. 
The main category of expense increase was salaries which 
reflected inclusion of Power Corporation International’s 
Australian operations for a full year, and an increase in your 
Corporation’s staff in order to enable it to devote more 
attention to the companies in which we have investments. 
Expenses also included a donation to the Pavilion on the 
United Nations at Expo ’67. Interest charges were up 
$610,000 because certain bank loans were outstanding 
for a full year as against only three months in the previous 


fiscal year; the rates paid on such loans also increased as a 
result of prevailing credit conditions. 

On balance, your Corporation’s net earnings increased by 
almost $1,100,000 to $5,140,135. However, dividends on 
the new series 1st preferred shares amounted to $1,345,950 
against $272,328 on the $6,000,000 of former Ist preferred 
that had been outstanding in the previous year. After allow- 
ing for the participation of the 6% non-cumulative secon- 
dary preferred shares in earnings, the amount available for 
the common shares was unchanged at $3.1 million. 


DIVIDENDS AND DIVIDEND POLICY 

Although the Corporation’s reported earnings for the year 
were basically unchanged, its equity in the current earnings 
minus losses of the companies in which it holds investments 
(including the loss incurred in fiscal 1966 by Laurentide 
Financial Corporation Ltd.) were up from 55¢ per Power 
Corporation common share last year to 61¢ in the year 
ended on June 30, 1966. 

In view of the fact that retained earnings in an investment 
holding company are such a small portion of its assets 
and therefore make a relatively small contribution to its 
growth, your directors have adopted the policy of paying 
out substantially all of the Corporation’s net income in 
dividends. Dividends were accordingly raised from an 
annual rate of 36¢ a share in fiscal 1965 to a rate of 40¢ 
in fiscal 1966; since the end of the fiscal year a further in- 
crease to an indicated annual rate of 44¢ has been made. 
Some earnings will be retained under this policy but the 
Corporation’s real growth will come about as a result of 
the companies represented in the portfolio themselves using 
their retained cash flows for constructive expansion. 

The chart below records the dividends paid in the last five 


years and shows the percentage of earnings that have been 
distributed in each year. 
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DIRECTORS AND OFFICERS 


During the year, your board of directors accepted with great 
regret the retirement of the Honourable Robert Winters who 
resigned in December 1965 to become Minister of Trade and 
Commerce in the Federal Government. His position on the 
board was filled by W. I. M. Turner, Jr., then executive 
vice-president of the Company. After the close of the fiscal 
year, Maurice F. Strong, the president of the Company, 
tendered his resignation in view of his impending appoint- 
ment as Director-General of Canada’s External Aid Office. 
The board, in accepting Mr. Strong’s retirement, passed the 
following resolution: “Resolved that this board accept with 
regret the resignation of Maurice F. Strong as president of 
the Corporation and that the board’s warmest congratula- 
tions and good wishes be tendered to Mr. Strong on his 
appointment as Director-General of Canada’s External Aid 
program. Resolved further that this board’s appreciation be 


On behalf of the Board, 


O44 
eae 


Montreal, October 24, 1966. 


tendered to Mr. Strong for his services to the Corporation, 
which under his leadership has become an increasingly 
creative force in the Canadian investment community.” 


These formal words do not begin to convey the board’s 
gratitude to Maurice Strong for his dynamic leadership, en- 
thusiasm and public spiritedness. We wish him the greatest 
possible success in his new assignment, which marks yet 
another milestone in the distinguished career of a young 
man who has already given much to the public and business 
life of Canada. 


The directors unanimously elected W. I. M. Turner, Jr., 
previously executive vice-president of the Corporation, to 
succeed Mr. Strong. Your board is confident that under Mr. 
Turner’s leadership the Corporation will continue to achieve 
new records in the pursuit of its goal of investing creatively 
in the future of Canada. 


encores Worn fase 3 
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Power Corporation of Canada, Limited 
and Consolidated Subsidiary Companies 


Assets 1966 1965 

INVESTMENTS: 
Quoted securities $104,647,515 $126,151,796 
Unquoted securities 12,083,181 13,590,344 
Quoted shares of unconsolidated subsidiary companies 13,481,545 307,988 
Unquoted shares of unconsolidated subsidiary companies 8,149,788 775,764 
Unquoted debentures of unconsolidated subsidiary companies 7,001,681 2,034,581 

145,363,710 142,860,473 

These investments had a combined value at June 30, 1966 of $186,248,306 (1965, $178,868,434) 
based on market values of quoted investments and book cost of others. 

ADVANCES TO TRUSTEES OF SHARE OPTION PLAN (note 3) 776,403 713,374 

SHORT TERM NOTES AND DEPOSITS 25,692,359 

CASH AND RECEIVABLES 1,630,142 3,393,671 


$173,462,614 $146,967,715 


ON BEHALF OF THE BOARD. 


DIRECTOR DIRECTOR 


Auditors’ Report to the Shareholders 


We have examined the accompanying balance sheet of Power Corporation of Canada, Limited and consolidated subsidiary 
companies as at June 30, 1966, and the statements of consolidated earnings and earned surplus and of consolidated investment 
reserve for the year ended on that date. Our examination of the financial statements of Power Corporation of Canada, Limited 
and those subsidiaries of which we are the auditors included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in the circumstances. We have relied on 
the reports of the auditors who have examined the financial statements of the other subsidiaries. 

In our opinion the aforementioned financial statements together with the notes thereto present fairly the financial position of 
the corporation and its consolidated subsidiaries as at June 30, 1966, and the results of their operations for the year ended on 


that date, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


CHARTERED ACCOUNTANTS 


Lad WE Aad foul” 


L MONTREAL, OCTOBER 17, 1966. 


Consolidated Balance Sheet 
as at June 30, 1966 


(with comparative figures for 1965) 


r 


Liabilities 


CURRENT: 
Bank loans (secured) 
Other bank loans and notes payable 
Accounts payable and accrued expenses 
Income taxes payable 


LONG TERM: 


3¥%2 % debentures maturing September 1, 1967 
5% 9% debentures maturing March 1, 1977 


MINORITY INTEREST IN SUBSIDIARY COMPANY 


Shareholders’ Equity 


CAPITAL STOCK 
First preferred shares of $50 par value issuable in series (note 4) 
Authorized — 2,000,000 shares 
Issued — 600,000 shares 434 % cumulative redeemable, 1965 Series 
First preferred shares of $50 par value issuable in series (note 4) 
Authorized — 300,000 shares 
Issued — 120,000 shares 412 % cumulative redeemable 
Six per cent non-cumulative participating preferred shares of $5 par value 
Authorized — 1,500,000 shares 
Issued — 1,194,570 shares 
Common shares of no par value 
Authorized — 10,000,000 shares 
Issued — 6,198,550 shares 
INVESTMENT RESERVE 
EARNED SURPLUS 


(the accompanying notes are an integral part of these statements) 


1966 1965 


$ 18,459,281 $ 18,533,969 


5,580,000 
845,325 537,035 
111,306 106,160 


19,415,912 24,757,164 


4,500,000 4,500,000 
4,875,000 4,875,000 


95575,000 9,375,000 


11,061 202516 


30,000,000 


6,000,000 


5,972,850 5,972,850 


12,678,340 12,678,340 
84,600,919 77,239,738 
11,408,532 10,691,907 


144,660,641 112,582,835 


$173,462,614 $146,967,715 


Statement of Consolidated Earnings and Earned Surplus 
for the year ended June 30, 1966 


(with comparative figures for 1965 ) 


1966 1965 
INCOME FROM INVESTMENTS $ 7,480,467 $ 5,790,242 
including $328,860 from unconsolidated subsidiaries 
MANAGEMENT AND GENERAL EXPENSES 1,079,585 836,272 
Less: Management fees received 266,840 236,412 
812,745 599,860 
Debenture and other interest L527587 2,340,332 917,380 1,517,240 
5,140,135 4,273,002 
TAXES ON INCOME — 228,279 
NET EARNINGS 5,140,135 4,044,723 
Less: dividends on 434 % 1st preferred shares 1965 Series 1,345,950 
41% % 1st preferred shares 272,326 
BALANCE OF EARNINGS AVAILABLE FOR 6% PARTICIPATING 
PREFERRED AND COMMON SHARES 3,794,185 BP Fes] 
DEDUCT: DIVIDENDS 
6% non-cumulative participating preferred shares 477,828 430,045 
common shares 2,479,420 2,957,248 2,231,478 2,661 522 
836,937 1,110,872 
EARNED SURPLUS — JULY 1 10,696,699 9,585,827 
{1333,630 10,696,699 
Prior year’s income taxes (125,000) - 
Minority interest in surplus of subsidiary (104) (4,792) 
EARNED SURPLUS — JUNE 30 $11,408,532 


$10,691,907 


(the accompanying notes are an integral part of these statements) 


Statement of Consolidated Investment Reserve 
for the year ended June 30, 1966 


(with comparative figures for 1965) 


z 


BALANCE — JULY 1 
ADD: 


Surplus realized on investment changes during the year 
Surplus on revaluation of investments of a subsidiary 


DEDUCT: 
Cost absorbed under share option plan (note 3) 
Improvements to leased premises and sundry 
Commission and expenses of issuing first preferred shares, 1965 Series 
Premium on redemption of 412 % 1st preferred shares 


MINORITY INTEREST IN INVESTMENT RESERVE OF A SUBSIDIARY 


EXCESS OF NET ASSETS OVER COST OF INVESTMENT IN SUBSIDIARIES 


BALANCE — JUNE 30 


(the accompanying notes are an integral part of these statements) 


1966 


$74,614,343 


10,389,591 


85,003,934 


385,068 
64,804 
2,374,745 
180,000 


3,004,617 
$1,999,317 


6,906 


81,992,411 


2,608,508 


$84,600,919 


$62,575,908 


74,907,688 


293,345 


74,614,343 
74,425,818 


$77,239,738 


1965 


10,946,059 
T3385 721 


183,290 


110,055 


188,525 


2,813,920 


Notes to consolidated financial statements 
for the year ended June 30, 1966 


hh a an 


1. The consolidated financial statements include the ac- 
counts of Power Corporation of Canada, Limited and its 
investment holding subsidiaries but do not include the ac- 
counts of its operating subsidiaries — Capital Management 
Limited, Laurentide Financial Corporation Ltd. (acquired 
February 7, 1966), Canadian Interurban Properties Limited 
(acquired October 29, 1965), Inspiration Limited (acquired 
June 28, 1966), Yorkshire Financial Corporation Limited 
(acquired October 29, 1965) and their subsidiaries. 


2. The Corporation’s proportion of the aggregate losses less 
profits of its unconsolidated subsidiaries for their 1966 fiscal 
periods amounted to $1,005,718. The Corporation’s share of 
accumulated losses less profits of its unconsolidated subsidi- 
aries since the respective dates of acquisition of control 
amounted to $1,196,886, which has not been provided for in 
the consolidated accounts. 


3. Options have been granted from time to time to officers 
and employees to purchase common shares of the Corpora- 
tion exercisable over various five-year periods at prices rang- 
ing from $5.00 to $14.50 per share. As at June 30, 1966, 
options had been granted on 236,875 shares of which 98,125 
had been exercised. Since June 30, 1966, one option on 
15,000 shares has been cancelled and a new option for 
15,000 shares at $10.125 granted. The Trustees of the Stock 
Option Plan have purchased in the open market a total of 
151,908 shares to satisfy these options from funds provided 
by the Corporation. The difference between the average cost of 
the shares for which options have been exercised and the 
amount receivable on options exercised has been charged to 
investment reserve each year. 


4. The capital of the Corporation was altered during the 
year as follows: 

a) the 120,000 442% cumulative redeemable first pre- 
ferred shares of $50 par value were redeemed for $6,180,000 
on July 5, 1965. 

b) the 300,000 first preferred shares of $50 par value were 
cancelled by Supplementary Letters Patent dated July 9, 
1965, which also authorized the creation of 2,000,000 new 
first preferred shares of $50 par value issuable in series of 
which 600,000 were designated 434 % cumulative redeem- 
able first preferred shares, 1965 series, and issued on 
August 5, 1965, for a cash consideration of $30,000,000. 


5. Foreign currencies have been converted into Canadian 
dollars at the rates prevailing on June 30, 1966. 


6. The Corporation’s contingent liability as at June 30, 
1966 amounted to $1,000,000 in respect of guarantees given 
on behalf of an unconsolidated subsidiary company. 


7. The total remuneration received by directors as directors 
and officers of the Corporation and its consolidated sub- 
sidiaries during the year ended June 30, 1966 amounted to 
$364,354. 

8. The Corporation and certain of its subsidiaries are defend- 
ants in a number of legal actions but legal counsel is of the 
opinion that the actions have no merit. 

9. Subsequent to June 30, 1966, the Corporation purchased 


500,000 shares of subordinated preferred shares of Lauren- 
tide Financial Corporation Ltd. for $9,000,000. 


Consolidated Investment Portfolio 
as at June 30, 1966 


Quoted Investments at Market Value Bands, Debs. Preferred Common Shares Total 
Unquoted Investments at Book Cost & Notes Class Number % of Market Value 
(par value) & Class A Held Outstanding or Book Cost 
Shares 


CHEMICALS — 7.38% 
Chemcell Limited 1,000,000 If} $13,750,000 


CONSTRUCTION — 2.07% 
*Inspiration Limited $1,000,000 1,674,556 63.6 3,846,745 


FINANCE — 11.14% 


* Capital Management Limited 1,583,978 879,000 10,168 84.7 2,801,102 
*Taurentide Financial Corporation Ltd. 4,460,000 3,297,000+ 64.3 11,029,066 
The Royal Bank of Canada §7,024 8 4,177,008 
RoyWest Banking Corporation Ltd. 250,000 4.0 754,122 
*Yorkshire Financial Corporation Ltd. 200,000 66.6 2,000,000 


MANUFACTURING — 10.18% 


Congoleum-Nairn Inc. 329,196 26.4 17,753,540 

Dominion Glass Company Limited 80,000 Be, 1,200,000 
OIL, GAS & PIPELINES — 18.32% 

Canadian Industrial Gas & Oil Limited 165,376 1,943,168 

International Utilities Corporation 226,332 313 6,450,462 

Northern and Central Gas Company Limited 1,978,776 21.1 25,724,088 
PUBLIC UTILITIES — .80% 

British Newfoundland Corporation Limited 292,500 3.3 1,497,600 
PULP & PAPER — 28.01% 

Bathurst Paper Limited 48,630 457,907 46.9 16,552,691 

Consolidated Paper Corporation Limited 925,000 15.6 35,612,500 


REAL ESTATE — 4.37% 
*Canadian Interurban Properties Limited 2,715,500 65.2 8,146,500 


ee. .0— oo 


SERVICE — .74% 
Dominion Electric Protection Company Limited 3,969 49.0 1,379,527 


TOURISM AND HOTELS — 2.31% 
Motels of Australia Limited Group of Companies 4,000,000 US 4,292,146 


I 


TRANSPORTATION — 11.44% 
Canada Steamship Lines, Limited 200,000 600,000 23.5 21,300,000 


sss 


UNCLASSIFIED — 3.24% 


Bahamas-Caribbean Development Corp. Limited 500,000 27,900 1.9 1,286,270 
North American Recreation Industries Ltd. 150,000 100,000 50.0 2,500,000 
Other eS Lehi 


Pr SS 
*Unconsolidated subsidiary. $186,248,306 
tIncludes 3,000,000 Subordinated common shares. ———————— 


Pavilion on the United Nations Expo 67. Sponsored by a group of Canadian Corporations. 


Power Corporation of Canada, Limited — 


Power Corporation of Canada, Limited 


Our Objective: 


To Invest Creatively in Canada’s Future 


To accomplish this objective the policy of Power Corporation 
of Canada, Limited is to: 


1. Make long-term equity investments in industries which have 
the potential for substantial growth and profitability. 


2. Concentrate our holdings in a limited number of companies 
which are or can become leaders in their respective industries. 


3. Develop and support competent, self-contained management 
in each company and assist that company to realize its full 
potential. 


4, Encourage the development of improved management 
techniques and new technology, products and markets. 


5. Invest primarily in Canada and in situations outside Canada 
which are related to Canadian interests and experience. 
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Financial Highlights 


INCOME AND EXPENDITURE ITEMS 


Total Income 

Expenses, excluding interest 
as % of assets 

Interest Expense 

Net Earnings 

Ist Preferred Dividends 

Earned per Common Share“ 
(6,198,550 shares outstanding) 

Paid per Common Share 


BALANCE SHEET ITEMS 


Total assets, at market 
of which, liquid assets 
Bank Loans, Notes and Debentures 
Long Term Debt 
Ist Preferred Shares 
Breakup Value per Common Share 


INVESTMENT TRANSACTIONS 


Acquisitions®) 
Disposals 
Net gain realized on disposals®) 


(1) After giving effect to rights of 6% participating preferred shares, 
but excluding the Corporation’s equity in the undistributed earnings 
of companies in which investments are held. 


(2) Excluding $15,365,470 being the value of shares received in share 


exchange transactions. 
(3) Credited directly to investment reserve. 


*Includes acquisition of 500,000 subordinated preferred shares of 
Laurentide Financial Corporation Ltd. mentioned in last annual 


report. 


6 Months 

to 

December 31, 
1966 


$ 4,047,838 
623,112 
61% 
843,302 
2,533,024 
710,808 

25¢ 


22¢ 


202,261,929 
17,198,353 
26,959,281 

5,750,000 
29,857,500 
16.65 


15,711,529* 


729,701 
258,368 


12 Months 
to 

June 30, 
1966 


$ 7,747,307 
1,079,585 
50% 
1,527,587 
5,140,135 
1,345,950 
51¢ 


40¢ 


214,347,210 
27 322,001 
18,459,281 

9,375,000 
30,000,000 
20.00 


22,691,811 
30,623,456 
10,389,591 


Directors’ Report 


The directors have pleasure in submitting to Shareholders their 42nd Financial Report and the audited financial 
statements of the Corporation and its consolidated subsidiary companies for the six months ended December 31, 
1966. These are to be presented to the General Meeting of Shareholders to be held in the Auditorium, Floor M2, 
the Royal Bank of Canada Building, Place Ville Marie, Montreal, on Monday, May 29, 1967 at 10:30 a.m. 


At the last Annual Meeting the shareholders sanctioned a 
change in the fiscal year end of the Company from the 30th 
of June to the 31st of December. This report, therefore, 
covers only a six month period, the financial highlights for 
which are set out on the opposite page. 

Earnings for the six month period amounted to 25 cents 
per common share. Had the Corporation’s proportion of the 
undistributed earnings of all companies in which it has 
major investments been added to these, our total earnings 
for the six months would have amounted to 43 cents per 
share. 

Our wholly-owned investment subsidiary, Shawinigan 
Industries Limited has issued $4 miilion of short term income 
debentures since the year end bringing the total outstanding 
to $8 million. Part of the proceeds of this issue together with 
some of our short term investments and deposits, have been 
used to reduce our bank loans by $9,800,000 from the 
December 31st figure. Our liquid assets stood at $11,780,000 
on March 31st. 

Reflecting the strengthening of general markets, our net 
asset value per common share on March 31st was $18.80 
compared to $16.65 on December 31st. For purposes of this 
calculation, our holdings of Laurentide Financial Corpora- 
tion subordinated common and convertible subordinated 
preferred have been valued on a basis related to the market 
price of the Laurentide common shares into which they are 
ultimately convertible. 

Quarterly dividends continue to be paid at the rate of 11 
cents per share established in September 1966. 

Turning now to a review of developments since the 
Annual Meeting last November, we are pleased to report 
that the merger of Consolidated Paper Corporation Limited 
and Bathurst Paper Limited is proceeding satisfactorily. As 
a result, our position in the pulp and paper industry has been 


strengthened considerably. Your company’s holdings in 
Consolidated Paper Corporation now consist of 285,000 
warrants, 555,167 convertible preferred shares and 925,000 
common shares or 15.6% of the voting stock. 

On March 16th, Laurentide Financial Corporation an- 
nounced the sale, effective December 31st, 1966, of its U.S. 
consumer loan operations to C.I.T. Financial Corporation. 
In addition to strengthening Laurentide’s liquid position by 
removing the source of its recent losses, the sale will enable 
the latter company’s management to concentrate on the 
long term growth of the company’s already profitable Cana- 
dian activities. It will, however, be some time before divi- 
dends on Laurentide’s preferred and common shares are 
resumed. The reduction in Power Corporation’s income 
stemming from the interruption of these dividends has been 
largely offset by the increased revenue from the Consolidated 
Paper preferred shares which we acquired in the exchange of 
our holdings of Bathurst common stock. 

Northern & Central Gas Company recently completed a 
successful tender for approximately 60% of the total issued 
common shares of Quebec Natural Gas Corporation. This 
acquisition gives Northern & Central, which has become a 
major integrated energy corporation, access to one of the 
great industrial and residential markets of Canada — 
metropolitan Montreal. The company now has a gas distri- 
bution system stretching over 1,500 miles from Winnipeg 
to Montreal. 

Power Corporation has submitted to the appropriate 
Governmental authorities, in cooperation with Niagara Tele- 
vision Limited, a proposal for a third national television 
network involving the use of a domestic space satellite 
system with transmission in both the English and French 
languages. As you will recall, we have also put forth a 
proposal for a Canadian company that would take advan- 


tage of the opportunities presented by the developments 
occurring in space satellite technology. We are now awaiting 
government policy decisions affecting these projects. 

North American Cinema Centers, in which North Ameri- 
can Recreation Industries has a 50% interest, recently 
signed an agreement with National General Corporation, 
one of the largest motion picture exhibition companies in 
the United States, to form a new Canadian Company, Na- 
tional General Cinemas. This new company plans to operate 
a chain of movie theatres to be located primarily in shopping 
centers. To date, four theatres have been opened. 

P. Lawson Travel Limited recently acquired a 60% 
interest in Bel-Air Travel Inc., a travel agency with offices 
in Montreal, Quebec and Paris, operating primarily in the 
international field. 

Following the acquisition of over 99% of the outstanding 
shares of Boyles Bros. Drilling Company Ltd. of Vancouver, 
Inspiration Limited’s operations have been reorganized into 
three operating units — manufacturing, mining services and 
construction. The acquisition has significantly changed the 
nature of Inspiration’s earning power. On a pre-tax basis, 
mining services and manufacturing now represent about 60% 
of earnings and construction somewhat less than 40% com- 
pared to 30% and 70% respectively in the previous year. 


On behalf of the Board, 


Canadian Interurban Properties has acquired, the real 
estate development company, William Teron Limited and 
has secured the services of Mr. Teron and his organization. 
Among the Teron interests is the projected city of Kanata, 
a 3,000 acre development near Ottawa. 

Our wholly-owned subsidiary in Australia, Power Cor- 
poration Australia Limited, has acquired a 90% interest in 
the Liverpool Plains Pty. Company, a 19,000 acre sheep 
ranch in New South Wales. Motels of Australia, in which 
we have a U.S. $4 million investment, recently concluded an 
agreement with Trust Houses of England enabling Motels 
of Australia to expand considerably its chain, already Aus- 
tralia’s largest. 

We would like to take this opportunity to welcome 
Mr. G. Allan Burton, President of Simpsons Limited, who 
was elected to the Board of Directors on December 19th last. 

While this report covers only six months, it has been a 
most active period in your company’s affairs. The demands 
on the personnel have been great, and we sincerely thank 
them for the enthusiasm and ability which they have dis- 
played on your behalf. 


Blame Wn Psnen d 


Chairman 


Montreal, April 24th, 1967. 


President 


Consolidated Investment Portfolio 


as at December 31, 1966 


Common Shares 


Bonds, Debs. % of 
Quoted Investments at Market Value and Notes Preferred Number out- 
Unquoted Investments at Cost (par value) Shares held standing _ Total 
CHEMICALS - 7.12% 
Chemcell Limited 1,000,000 TS $ 12,500,000 
FINANCE - 11.04% 
*Capital Management Limited 1,594,546 890,000 10,303 85.8 2,820,086 
*Laurentide Financial Corporation Ltd. 4,460,000 500,000 3,297,000 64.3 9,860,816(1) 
*Yorkshire Financial Corporation Ltd. 200,000 65.6 2,000,000 
The Royal Bank of Canada $7,024 0.8 3,948,912 
RoyWest Banking Corporation Ltd. 250,000 4.0 W540122 
MANUFACTURING - 9.75% 
Congoleum-Nairn Inc. 658,392 25.9 12,213,172 
Dominion Glass Company Ltd. 80,000 3.7 969,600 
*Inspiration Limited 1,000,000 1,674,556 Sy) 9 3,930,473 
OIL AND GAS - 19.19% 
Canadian Industrial Gas & Oil Ltd. 165,376 1,880,325 
International Utilities Corporation 226,332 Bes 5,601,717 
Northern & Central Gas Company Ltd. 1,978,776 18.0 26,218,782 
PULP AND PAPER - 28.77% 
Consolidated Paper Corporation Ltd. 555,167 925,000 15.6 50,515,470(2) 
REAL ESTATE - 3.87% 
*Canadian Interurban Properties Ltd. 2,715,500 65.2 6,788,750 
TOURISM AND HOTELS - 5.07% 
Motels of Australia Limited Group of Companies 4,000,000 US 4,292,146 
Bahamas-Caribbean Development Corp. 500,000 1,815,190 40.7 1,861,393 
North American Recreation Industries Ltd. 165,000 110,000 50.0 2,750,000 
TRANSPORTATION - 10.48% 
Canada Steamship Lines Limited 200,000 600,000 23.4 18,400,000 
UNCLASSIFIED - 4.71% 
Dominion Electric Protection Company 3,969 49.0 677,675 
Quebec Telemedia Inc. 2,300,000 50,000 50.0 2,350,000 
Other 5,230,137 


*Unconsolidated Subsidiary. 
Notes: 


(1) Includes 3,000,000 subordinated common shares and 500,000 subordinated $1.80 preferred shares 
valued on a basis related to the market price of the common shares which results in a reduction 


from cost of $9,500,000. 


(2) Includes the value of 285,000 warrants to purchase common shares at $40.00 per share. 


$175,563,576 


Consolidated Balance Sheet 
as at December 31, 1966 


Assets 


INVESTMENTS — AT COST: 
Quoted securities (Market value $134,362,258 — June 30, $146,109,749) 
Unquoted securities 


Unconsolidated subsidiary companies 
Quoted securities (Market value $10,981,473 — June 30, $12,923,745) 
Unquoted securities 


ADVANCES TO TRUSTEES OF SHARE OPTION PLAN (NOTE 4) 
SHORT TERM NOTES AND DEPOSITS — AT COST WHICH APPROXIMATES MARKET VALUE 
CASH AND RECEIVABLES 


December 31 June 30 
1966 1966 
$105,952,948 $104,647,515 
14,933,267 12,083,181 
13,481,545 13,481,545 
24,786,578 15,151,469 
159,154,338 145,363,710 
558,462 776,403 
15,222.707 25,692,359 
1,975,646 1,630,142 
$176,911,153 $173,462,614 


On behalf of the Board: 
P. N. Thomson, Director; W.I. M. Turner, Jr., Director. 


Auditors’ Report to the Shareholders 


We have examined the accompanying balance sheet of Power 
Corporation of Canada, Limited and consolidated sub- 
sidiary companies as at December 31, 1966, and the state- 
ments of consolidated earnings and earned surplus and of 
consolidated investment reserve for the six months ended 
on that date. Our examination of the financial statements of 
Power Corporation of Canada, Limited and those sub- 
sidiaries of which we are the auditors included a general 
review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we 


considered necessary in the circumstances. We have relied on 
the reports of the auditors who have examined the financial 
statements of the other subsidiaries. 

In our opinion the aforementioned financial statements 
together with the notes thereto present fairly the financial 
position of the corporation and its consolidated subsidiaries 
as at December 31, 1966, and the results of their operations 
for the six months ended on that date, in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Loal dea Malet 


Chartered Accountants. 
Montreal, April 24, 1967. 


Power Corporation of Canada, Limited 
and Consolidated Subsidiary Companies 


Liabilities 


CURRENT: 


Bank loans (secured) 

Accounts and notes payable 

Income taxes payable 

314% debentures maturing September 1, 1967 

5% % secured income debentures of a subsidiary maturing November 7, 1967 


LONG TERM: 


514% secured income debentures of a subsidiary maturing May 6, 1968 
514% debentures maturing March 1, 1977 


MINORITY INTEREST IN SUBSIDIARY COMPANY 


Shareholders’ Equity 


CAPITAL STOCK: 


First preferred shares of $50 par value issuable in series (note 5) 
Authorized — 1,997,150 shares 
Issued — 597,150 shares 434 °% cumulative redeemable 1965 series 


Six per cent non-cumulative participating preferred shares of $5 par value 
Authorized — 1,500,000 shares 
Issued = 91,194,570 shares 


Common shares of no par value 
Authorized — 10,000,000 shares 
Issued — 6,198,550 shares 


INVESTMENT RESERVE 
EARNED SURPLUS 


The accompanying notes are an integral part of this statement. 


December 31 June 30 
1966 1966 
$ 18,459,281 $ 18,459,281 
1,948,617 845,325 
132,894 111,306 
4,500,000 4,500,000 
3,000,000 — 
28,040,792 23,915,912 
1,000,000 a 
4,750,000 4,875,000 
5,750,000 4,875,000 
3,336 11,061 
29,857,500 30,000,000 
5,972,850 5,972,850 
12,678,340 12,678,340 
83,141,573 84,600,919 
11,466,762 11,408,532 
AS a 7E02> 144,660,641 
$176,911,153 $173,462,614 


Statement of Consolidated Earnings and Earned Surplus 


for the six months ended December 31, 1966 


INCOME FROM INVESTMENTS 
Including $346,875 (June 30, $328,860) from unconsolidated 
subsidiaries 


MANAGEMENT AND GENERAL EXPENSES 
Less: Management fees received 


DEBENTURE AND OTHER INTEREST 


TAXES ON INCOME 


NET EARNINGS 
Less: Dividends on 454 % Ist preferred shares 1965 series 


BALANCE OF EARNINGS AVAILABLE FOR 6% PARTICIPATING 
PREFERRED AND COMMON SHARES 


Deduct: Dividends 
6% non-cumulative participating preferred shares 
Common shares 


EARNED SURPLUS — JULY 1 


Prior year’s income taxes 


EARNED SURPLUS — DECEMBER 31 (JUNE 30) 


The accompanying notes are integral part of this statement. 


Six Months Ended 
December 31, 1966 


$ 3,930,868 
$ 623,112 
116,970 
506,142 
843,302 1,349,444 
2,581,424 
48,400 
2,533,024 
710,808 
1,822,216 
262,805 
1,363,681 1,626,486 
195,730 
11,408,532 
11,604,262 
(137,500) 
$11,466,762 


$ 1,079,689 
266,840 


812,849 
1,527,587 


Year Ended 
June 30, 1966 


$ 7,480,467 


2,340,436 


477,828 
2,479,420 


5,140,031 


5,140,031 
1,345,950 


3,794,081 


2,957,248 


836,833 
10,696,699 


11,533,532 
(125,000) 


$11,408,532 


Statement of Consolidated Investment Reserve 
for the six months ended December 31, 1966 


BALANCE — JULY 1 


ADD: 


Surplus realized on investment changes during the period 
Discount on purchase for cancellation of first preferred shares and 514 % debentures 


DEDUCT: 

Cost absorbed under share option plan (Note 4) 

Office furniture and improvements to leased premises 

Commission and expenses of issuing first preferred shares, 1965 series 
Commission and expenses of issuing income debentures of a subsidiary 
Premium on redemption of 414% Ist preferred shares 

Reversal of surplus on revaluation of investments of a subsidiary 


EXCESS OF NET ASSETS OVER COST OF INVESTMENTS IN SUBSIDIARIES 


BALANCE — DECEMBER 31 (JUNE 30) 


The accompanying notes are an integral part of this statement. 


Six Months 
Ended 
December 31, 
1966 


$81,999,317 


258,368 
31,923 


82,289,608 


414,598 
39,109 


22,200 


1,293,872 
1,769,779 
80,519,829 


2,621,744 
$83,141,573 


Year 
Ended 
June 30, 
1966 


$74,614,343 


10,389,591 


85,003,934 


385,068 
64,804 
2,374,745 


180,000 


3,004,617 


G12900 B17 


2,601,602 
$84,600,919 


Notes to Consolidated Financial Statements 
for the six months ended December 31, 1966 


1. The consolidated financial statements include the ac- 
counts of Power Corporation of Canada, Limited and its 
investment holding subsidiaries but do not include the 
accounts of its operating subsidiaries — Capital Manage- 
ment Limited, Laurentide Financial Corporation Ltd., 
Canadian Interurban Properties Limited, Inspiration Lim- 
ited, Yorkshire Financial Corporation Limited, Liverpool 
Plains Pastoral Company Pty. Limited and their sub- 
sidiaries. 


2. Foreign currencies have been converted to Canadian 
dollars at the rate prevailing on December 31, 1966. 


3. The Corporation’s proportion of the aggregate losses less 
profits of its unconsolidated subsidiaries for their 1966 
fiscal periods as shown by their last audited financial state- 
ments amounted to $543,501. The Corporation’s share 
of accumulated losses less profits of its unconsolidated 
subsidiaries since the respective dates of acquisition of con- 
trol amounted to $461,175, which has not been provided 
for in the consolidated accounts. 


4. Options have been granted from time to time to officers 
and employees to purchase common shares of the Corpora- 
tion exercisable over various five-year periods at prices 
ranging from $5.00 to $14.50 per share. As at December 31, 
1966, options had been granted on 257,500 shares of which 
162,625 had been exercised and 24,125 either cancelled or 
not exercised. The Trustees of the Stock Option Plan have 
purchased in the open market a total of 192,708 shares to 
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satisfy these options from funds provided by the Corpora- 
tion. The difference between the average cost of the shares 
for which options have been exercised and the amount 
receivable on options exercised has been charged to the 
investment reserve. 


5. During the six months 2,850 first preferred 1965 series 
shares of $50 par value were purchased and cancelled and 
thus both authorized and issued shares have been reduced 
accordingly. 


6. The Corporation’s contingent liability as at December 31, 
1966 amounted to $1,495,000 in respect of guarantees given 
on behalf of unconsolidated subsidiary companies. 


7. The total remuneration received by directors as directors 
and officers of the Corporation and its consolidated sub- 
sidiaries including their share of the cost of the share option 
plan during the six months ended December 31, 1966 
amounted to $135,579; in addition $4,500 was received 
from unconsolidated subsidiaries. 


8. A subsidiary of an unconsolidated subsidiary is defendant 
in law suits arising out of a management agreement. Legal 
counsel is of the opinion that such law suits are unfounded. 
The same subsidiary is defendant in a law suit arising out 
of an insurance agreement. A counterclaim has been made 
and management considers that the company’s possible net 
liability is immaterial. 
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POWER CORPORATION OF CANADA, LIMITED 


President’s Remarks to the General Meeting of Shareholders, May 29th, 1967 


Scarcely six months have elapsed since the General Meeting of Shareholders held November 28th last. The fiscal 
period now under review had but one month to go at that meeting and many of the developments marking its passage 
were outlined to you then. These have been further described in the 1966 Financial Report, copies of which have been 
mailed to all shareholders. 


There have been three announcements in the press recently which occurred subsequent to the printing of the 
Financial Report, and therefore, bear some elaboration here. 


Three years ago, Bathurst Paper Limited, for many years Power Corporation’s only participation in the forest 
products industry, was joined in our portfolio by an investment in Consolidated Paper Corporation Limited. Following 
extensive negotiations between their respective managements, these two companies are now putting into effect the plan 
for merger announced in October 1966. This has been made possible by the acquisition of virtually all the Bathurst out- 
standing common and Class A shares by Consolidated. 

On Tuesday, May 23rd, it was announced that the joint offer of Power Corporation and Consolidated Paper for 
1,200,000 common shares of Dominion Glass Company Limited at $15.00 per share had been accepted by the holders 
of more than such number of shares. Power Corporation first acquired an interest in Dominion Glass in 1963. The 
latter, with sales in excess of $54 million annually, is the largest company in its field in Canada. The opportunities now 
provided Dominion Glass and the container and plastics divisions of Bathurst for cooperation in the packaging industry 
are considerable. 


Recently a substantial block of Canada Steamship Lines stock, consisting of 100,000 common and 125,960 
preferred shares, became available. Your management decided to take this opportunity of increasing its holdings in a 
company which continues to report high earnings and, in our judgement, possesses further substantial growth potential. 


On May 15th, Capital Management launched a new mutual fund, All Canadian Venture Fund Ltd., which will 
strive for above average appreciation of capital by stressing investments in the higher growth segments of the Canadian 
and U.S. economies. 

Some years ago, following shareholder authorization of stock incentives for senior personnel, stock options were 
granted to several employees. Most of these options have now been exercised and recent tax legislation has eliminated 
almost all the benefits that existed. The purpose for this incentive can still be achieved by encouraging executives to 
acquire and hold shares in the company. A stock purchase plan is therefore being established and funds provided to 
trustees who will purchase shares for sale to employees participating therein. 


It is gratifying to see the increasing interest being taken by governmental authorities and the Canadian public 
at large in the opportunities presented by space satellite technology. When Power Corporation and Niagara Television 
Ltd. first focussed attention on the particular advantages Canada could derive from the utilization of a domestic satellite 
in the television and other communications fields, the opinions expressed in reaction were much less positive than those 
we are now hearing. We are still awaiting the decision of the appropriate governmental authorities on our proposal. 

The net asset value per Power Corporation common share on April 30th, the last published date, was $18.65. 

The discount placed by the stock market on the shares of your company in relation to their underlying asset value 
continues to be unreasonably large in our opinion. However, we are confident that it will narrow considerably when the 
effects of our policy of long term concentrated investment activity, of fewer and larger holdings, are realized. 

A comparison of our investment portfolio at the end of each of the last five years demonstrates the extent to 
which we have been able to dispose of our smaller holdings while limiting our investment operations to certain areas in 
which your management is able to play a creative and informed role. We are fortunate in that the activity of your man- 


agement has always been matched by a Board of Directors capable of bringing a wealth of experience to bear on the 
policy questions affecting your company. 

The world has not yet been fully appraised of the outcome and ultimate effects of the Kennedy Round Negotia- 
tions in Geneva. For Canadians this may be one of the most significant trade pacts since Confederation. Although it 
will not be without disadvantages, its benefits should be many and widespread. These, however, will be obtainable only 
if we show a willingness and a preparedness to undergo far-reaching adjustments in the tenor and direction of our 
industrial development. 

This is the nation that brought Expo 67 to reality. The drive and determination, the talent and initiative demon- 
strated by this truly remarkable feat stand as ample proof that Canada is ready to meet the challenges posed by the 
tearing down of economic boundaries. It is against this background that your company’s objective should be read — 
“To invest creatively in Canada’s future’’. 


The General Meeting elected the following shareholders as Directors of the Company: W. A. Arbuckle, G. Allan 
Burton, Howard Butcher II, J. E. L. Duquet, D. E. Kerlin, W. Earle McLaughlin, A. D. Nesbitt, Arthur Simard, P. N. 
Thomson, W. I. M. Turner, Jr., and R. L. Weldon. 


At the Directors Meeting which followed the Shareholders Meeting the following officers were appointed: 
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WoleMeTurnertiry 2.) 3 0 eee ee eresident 
H.A.Hampson........... ... . Vice-President — Corporate Development 
P2Britton Pane, O,Ce . o. - 0) ee eecne e VV ICe- President 

W: Ge Es Pantanal jane oie cnet: meee Secretary-Treasurer 
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\POWER CORPORATION OF CANADA, LIMITED 


pee 


——INTERIM_REPORT——— 


Your Board is pleased to submit this Interim Report for the six months ending June 30th, 1967. Net earnings per Power 
Corporation common and participating preferred share for this period were 24.8¢ compared to 26¢ a year ago. Reflecting 
the lower market prices which existed on June 30th, 1967, the company’s consolidated investment portfolio stood at 


$178,722,198. compared to $186,248,306. on June 30th, 1966. Net asset value per common share was $16. 
30th, 1967 as against $20.00 for the same date a year earlier. 


Dividends continue to be paid at the quarterly rate of 11¢ per share established in September 1966. 


25 on June 


We are enclosing a copy of the President’s Speech to the General Meeting of Shareholders held May 29th last. By way 


of addendum to Mr. Turner’s address, we would draw your attention to the following: 


On June 2nd, Power Corporation of Canada Limited and Consolidated Paper Corporation Limited announced that 
they were taking up 1,200,000 common shares or approximately 75% of those tendered pursuant to their joint 
offer to the shareholders of Dominion Glass Company Limited. Our combined holdings now constitute a majority 


of the voting shares of the latter company. 


Among the new directors appointed to the Board of Dominion Glass were Messrs. P. N. Thomson, W. I. M. 
Turner, Jr. and P. B. Paine, Q.C. Mr. Paine’s appointment, effective September Ist next, as Vice President of Power 
Corporation, was recently announced in the press. He was formerly a senior partner in the firm of Paine, Edmonds, 


Mercer & Williams, Barristers and Solicitors of Vancouver, B.C. 


On behalf of the Board, 


P. N. THOMSON, 
Chairman. 


Montreal, 


August 7, 1967. President. 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 
For the Six Months ended 30 June 1967 & 1966 


W. I. M. TuRNER, Jr., 


1967 1966 
SOURCE OF FUNDS 
Procecos iron disposals@ssINVestinemts meme mre tate ins 2 Pa clien he Gust cc. $11,637,260 $27,583,547 
Brocecds cr onmissue OL 1DCOmedCOCKLUL CS maar mim Me nila meres ME eae ee kc 4,000,000 — 
INGtCarNiN Str) ele hs ie eee ot ee eet BI a NA Rr 2,536,216 2,638,783 
ReductionsinenercurrentraSSe (oman te errant rr, Sire eres eee ANS Aeecel 2,715,898 — 
$20,889,374 $30,222,330 
USE OF FUNDS 
PUreHASerO ri VEStILIEl Scheme er ee a On eee. ts ies WS 8 2, SURE Bes en teuesden ern, lates cndaty $17,016,161 $13,784,831 
51,9, debentures. due1977 — purchased for cancellation. ..........5 ss 46,000 — 
4347, first pretettecmstiares = purchased for cancellation 9.) 4). =. 2 a ys 285,375 a 
Incteasesnadvanceito trustees of stock option plan 2. 3 = 6 2.0.04. . .% .. .). ? 1,214,312 LSS 
THCTEASE IN EMCLITTENT ASSCES we yr esc) THREE, oe ei tck ah w) Souls so ke ces; uc ee oh wena eine — 14,114,800 
Dividends: 
As sits peprerCireGsiglesel oO ISCLICS ham wer wary tie. serail cancers erase) at 701,040 712,500 
67, non-cumulative participating preferred shares) 4 2 sya 6 ls ae 262,805 238,914 
COMMNONGS ALCS ee OE eMac Sed ptr og ORIN Seo GR re eh. tel ks: Mp hg! cerns 1,363,681 1,239,710 
$20,889,374 $30,222,330 


CONSOLIDATED INVESTMENT PORTFOLIO as at 30 June 1967 


Debentures 


Common Shares 


Quoted Investments at Market Value and Notes _— Preferred Number of out- 
Unquoted Investments at Cost (par value) shares held standing Total 
CHEMICALS — 5.60% 
Chemcell ‘Limited 257) Sis tage oe 1,000,000 7.5 $ 10,000,000 
FINANCE — 8.63% 
*+Canitals Management Wintec aera ee ee 1,603,972 895,000 10,363 86.3 2,832,199 
Eaurentide: Financial: Gorpy Lids.0 ee 400,000 500,000 3,297,000 64.3 6,759,900(1) 
*Y orkshire Financial (Corps itdoes een eee 200,000 60.4 2,000,000 
The Royal’ Bank of Canada. arte ee 198,225 if 3,072,487 
RoyWest Banking Corporation Ltd.. ....... 250,000 4.0 754,122 
MANUFACTURING — 13.86% 
Gongoleum-Nairn Inc. sn 658,392 25.9 13,332,438 
Donunion’Glass Gompanyelstdia- wwe eee eee 5,500 655,147 30.9 6,984,661 
*Inspiration®: Limited ayes pee ieen cn ecm er 65,000 1,674,556 S22. 4,460,451 
OIL AND GAS — 17.78% 
Canadian Industrial Gas & Oil Lida. 2) oe 165,376 1,736,448 
International Utilities Corporation. ........ 200,000 3.0 6,800,000 
Northern & Central Gas Company Ltd. ...... 2,000,000 16.7 23,240,000 
PULP AND PAPER — 25.70% 
Consolidated Paper Corporation Ltd. ....... 491,200 925,000 15.6 45,936,600(2) 
REAL ESTATE — 4.56% 
*Canadian Interurban) Properties Lids... eee 2,715,000 58)! 8,146,500 
TOURISM AND HOTELS — 4.83% 
Motels of Australia Limited group of companies . . 4,000,000 US 4,292,146 
Bahamas-Caribbean Development Corp...... . 500,000 1,815,190 40.7 1,589,174 
North American Recreation Industries Ltd.. . ... 165,000 110,000 50.0 2,750,000 
TRANSPORTATION — 14.44% 
Canada Steamship Lines) Liniited Srm-uean neuen aes 325,960 764,600 2E9)1) 25,807,135 
UNCLASSIFIED — 4.60% 
Dominion Electric Protection Company ...... 3,969 49.0 677,675 
Quebec Telemedia Iiciiams seme etn anne 2,300,000 50,000 50.0 2,350,000 
Other 4 eet So ee ae 5,200,262 
$178,722,198 


*Unconsolidated subsidiaries. 


Notes: 


(1) Includes 3,000,000 subordinated common shares and 500,000 subordinated $1.80 preferred shares valued on a basis related to the market 
price of the common shares which results in a reduction from cost of $8,600,000. 
(2) Includes the value of 285,000 warrants to purchase shares at $40.00 per share. 


STATEMENT OF CONSOLIDATED EARNINGS 


Income trom Investments aera eee nner ne 
Management and general expenses ......... 
Less: manasement {ces meceivedians salen e=nn rn 


Debenture’and other interests se eee enn en nee 


Net. Earmings' Ah... 3) 0 6p eee ee 


Six Months ended 30 June 
1967 


ee er me i oer $ 


585,006 
101,191 


483,815 
830,678 


Jee ECD Mae ee Tieey 


$3,850,709 


1,314,493 
2,536,216 


Six Months ended 30 June 
1966 


$ 
676,808 
134,477 


542,331 
852,432 


$4,033,546 


1,394,763 
2,638,783 
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